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E.O. 11652: NA 
TAGS: EAGR, ETRD, RP 

SUBJECT: PROPOSAL TO LIMIT PHILIPPINE COPRA EXPORTS 
REF: MANILA 7820 

1. PRESIDENTIAL DECREE 230 RETAINING EXPORT TAXES, INCLUDING 
CURRENT 6 PERCENT COPRA TAX AND 4 PERCENT COCONUT OIL TAX 
(REFTEL) WAS FOLLOWED WEEK LATER BY ANNOUNCEMENT THAT BOARD OF 
INVESTMENTS (BOI) HAD FORWARDED TO NATIONAL ECONOMIC AND 
DEVELOPMENT AUTHORITY (NEDA) A PROPOSAL TO BAN COPRA EXPORTS 

BY 1978. PERMISSIBLE EXPORTS WOULD BE REDUCED 20 PERCENT 
ANNUALLY UNTIL ZERO LEVEL REACHED. 

2. BOARD OF INVESTMENTS JUSTIFIES ITS PROPOSAL BY POINTING TO 

15 PENDING OR APPROVED NEW COCONUT MILL APPLICATIONS AS EVIDENCE 
THAT MILLING CAPACITY WILL EXIST TO HANDLE AVAILABLE COPRA 
WITHOUT RECOURSE TO COPRA EXPORTS. PROMINENT AMERICAN COPRA 
EXPORTER, GRANEXPORT, POINTS TO NEW MILL APPLICATIONS AS 
EVIDENCE THAT MARKET FORCES FAVOR MILLERS AND THAT RIGIDITY 
OF BAN IS UNNECESSARY. GRANEXPORT, WHICH IS ITSELF CONSIDERING 
ERECTING A MILL IN PHILIPPINES, ARGUES THAT MARKET FORCES 
WILL PRODUCE NATURAL TRANSITION TO VIRTUALLY COMPLETE DOMESTIC 
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PROCESSING IN APPROXIMATELY SAME TIME PERIOD, AND THAT PHILIPPINES 
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THEREFORE OUGHT TO ALLOW CONTINUED COPRA EXPORTS TO THOSE 
COUNTRIES, SUCH AS SOVIET UNION, WHICH MAY IGNORE COST FACOTRS 
IN ORDER TO KEEP THEIR OWN COCONUT OIL MILLS OPERATING. 

COMMENT: BECAUSE MEASURES WHICH HARM COPRA EXPORTERS ALSO 
TEND TO HARM COCONUT GROWERS, WHO WEIGHED IN HEAVILY WHEN 
INCREASED EXPORT TAX SPREAD BETWEEN COPRA AND OIL WAS BEING 
CONSIDERED, IMPLICATIONS OF BOI PROPOSALS ARE CERTAIN 
TO BE THOROUGHLY CONSIDERED WITHIN GOP BEFORE ADOPTION. 
GRANEXPORT ASSESSMENT THAT MARKET FORCES LIKELY SHARPLY REDUCE 
COPRA EXPORT 5RADE AND ITS BUSINESS OVER NEXT FIVE 
YEARS APPEARS REALISTIC. WHETHER PROPOSED BAN WILL ACCELERATE 
OR EXACERBATE PROCESS EXPECTED BECOME CLEARER AFTER NEDA 
CONSIDERATION OF BAN PROPOSAL IS FURTHER ADVANCED. 

SULLIVAN 
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